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President Carlos Menem insists that he will not modify his "market-oriented" economic policies,
described by some news commentators as Menem's panacea for national economic recovery.
Opposition parties and organizations, and many sectors of his own Justicialista (Peronist) party rank
and file, are furious. They argue that economic indicators show that the results of his program have
been overwhelmingly negative. Moreover, say the critics, economic reality has demonstrated the
ridiculous nature of the government's projections, and thus, its policies.
In July, when Menem was installed, the dollar exchange rate was 650-655 australs, compared to
5,900-5,980 at closing on Feb. 28. Consumer price level inflation for the month of January was 79.2%.
Menem's economic team had predicted a rate of 15% for 1990 as a whole in its letter of intent to the
International Monetary Fund. Argentina's foreign debt totals about $64 billion. Arrears on interest
payments since April 188 total over $4 billion. The IMF has "suggested" that the government must
pay at least $1.5 billion to foreign commercial bank creditors if Buenos Aires expects to receive new
loans. The amount is equivalent to Argentina's foreign currency and gold reserves.
At least 20% of the Argentine labor force are un- or underemployed. The government has recently
redoubled its efforts to achieve a "social pact" with labor confederations and employer associations
to alleviate socio-political tensions. In particular, the government hopes to halt the constant price
hikes on consumer goods, which have not been accompanied by equivalent wage hikes. Although
the fragmented Peronist labor movement has accepted the idea of such a pact, union leaders
have requested that the government first agree to minimum guarantees of wage hikes and job
preservation.
Feb. 26: Late Monday, President Menem signed a decree ordering private sector employers to pay
workers a 150,000 austral (about US$26) advance which will be deducted from employees' pay
envelopes after wage bargaining sessions end in March.
Feb. 27: President Menem told a radio interviewer that his economic program is based "on a
capitalist way of life that allowed other countries, like Chile, to get out of difficult economic
situations...That's the difference between an ideology that's losing ground all over the world and a
capitalist economic proposal carried out by [Gen. Augusto] Pinochet, which allowed Chile to get on
the road to development." According to the Latin American Economic Research Foundation (FIEL),
the purchasing power of Argentine wages dropped in February to the lowest levels since records
have been kept. FIEL said that average monthly wages stood at the equivalent of between $80 and
$90, against an average of $145 for the last quarter of 1989. Purchasing power fell by a third against
last year's average.
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Feb. 28: The price of a dollar reached 6,300 australs, closing at 5,850. Interest rates closed at nearly
10% per day. The stock exchange rose 30%. According to Pagina 12 (03/01/90), private economists
have calculated that average consumer price inflation for the month of February was 62.5%. Groups
of slum residents mainly women and children late Wednesday sacked a supermarket in Rosario.
Two other looting incidents were reported in Tucuman and Mendoza.
March 1: International and coastal area flights were shut down, result of a 24-hour strike by the
Aeronautic Personnel Association (APA). More than 5,000 employees of Argentina's state-run
airline, Aerolineas Argentinas, are members of the APA, which include 60% of all ground personnel,
such as runway traffic controllers, baggage handlers and cargo and communications personnel.
March 2: As of Friday, the annual interest rate on overnight inter-bank loans surpassed 8,000%.
Raul Cuello, Public Revenue Secretary, announced that the government will more than double fuel
prices, and raise public service charges by an average 70%.
March 3: As of midnight Saturday, gasoline prices were raised from 890 to 2,000 australs per liter
($0.64 to $1.44 per gallon). Telam reported that Menem said that if the economy collapses, business
owners will be responsible. He said, "They demanded price freedom, market freedom, and wage
[bargaining] freedom, and now they have it." Menem told reporters that currency speculators are
"delinquents" and "blood suckers," and that he would not hesitate to send them to prison.
March 4: On Sunday evening, Economy Minister Antonio Erman Gonzalez announced the third
austerity package of the year, consisting of 150 separate directives. He said public spending will be
cut by 25%, or $2.5 billion, and revenues will be increased by $600 million.
Cost cutting and debt reduction measures include:
*Public employees within two years or less of retirement age will be retired. Employees who are
already of retirement age are to be immediately dropped from payrolls. Those within two years or
less of "ordinary" retirement age will be laid off, and paid their regular salary until they can arrange
pension payments. Unofficial estimates said that this measure may affect between 100,000 and
200,000 employees.
*A hiring freeze is immediately effective, i.e., vacancies will not be filled. Over-time compensation
and promotions are also suspended until further notice.
*The National Housing Bank (Banco Hipotecario Nacional) will be closed, effective March 5. Next,
the Economy Ministry will directly intervene in the National Development Bank to accelerate
restructuring and loan collection. The national congress will be requested to approve a bill that
would create a clearinghouse bank for housing and urban development. The new institution,
replacing a newly structured Caja Nacional de Ahorro y Seguro, would be called the Banco de
Ahorro y Vivienda.
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*By year-end, the Central Bank is to suspend subsidies to other banks in the form of low-interest
loans. Next, private banks are expected to pay their debts to the government before October.
Effective immediately, the Central Bank is prohibited from directly or indirectly financing the
central government's deficits. Rediscount rate changes cannot be implemented without prior written
authorization by the Economy Minister.
*Reorganization of government bureaucracy will reduce the number of ministry sub-secretariats
from 112 to 32. A number of "state secretariats" attached to ministries will also be eliminated.
*Payments to state contractors will be deferred for 60 days.
*Federal subsidies contained in industrial and export promotions legislation have been suspended.
Measures designed to increase revenue include: * The capital gains tax has been raised by 1.5% to
2.5%.
*Taxes on agro-exports and selected industrial commodities were increased an average 5%.
*All taxes are to be adjusted (indexed) on a daily basis to compensate for inflation by a newly
created Fiscal Account Unit (Unidad de Cuenta Fiscal).
Gonzalez also announced that beginning in April, the minimum salary for public employees will be
450,000 australs (about US$80) per month. Shortly before the minister's speech, the Central Bank
declared that Monday, March 5, would be a holiday for banks and exchange houses.
March 5: Employees occupied the Banco Hipotecario as their union announced a strike starting
Wednesday to protest the bank's closure. Juan Zanola, leader of the bank workers' union, said the
strike would affect state-owned banks, but might be extended to provincial and private banks.
Leader of the traditional sector of the General Labor Confederation (CGT), Saul Ubaldini, criticized
the austerity plan as violating labor law, called a meeting of union leaders for March 8. He refused
to rule out a nationwide strike. Public school teachers, and professors at the 27 national universities
boycotted classes, disrupting the start of a new school year after the summer recess.
Court clerks, who have shut down the federal court system twice in two weeks, planned to begin
another walk-out March 6. Physicians at municipal hospitals said they would walk out March 7. In
response to the expected outcry by unions on Monday, Minister Gonzalez said that "there will be no
dismissals" of employees currently attached to sub-secretariats destined for elimination. [Basic data
from Reuter, 02/27/90, 03/01/90; Noticias Argentinas, 02/28/90, 03/04/90; Ambito Financiero, Pagina
12 (Argentina), Xinhua, 03/01/90; AP, 02/28/90, 03/01/90, 03/05/90; AFP, 03/05/90; UPI, Radio Nacional
(Argentina), 03/04/90; Notimex, 03/02/90, 03/04/90, 03/05/90]
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